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SALES OF BUTTER TO RUSSIA

As you requested this morning, I attach a note for the
Prime Minister about the report in the Telegraph this
morning of a possible sale of EEC butter to Russia.
My Minister has approved the note.

—

({M N
~ @umif

Garth Waters
Principal Private Secretary




©

NOTE FOR THE PRIME MINISTER
SALES OF BUTTER TO RUSSIA

BACKGROUND

ks Butter is exported from the EEC with the help of export qg;gggg,
which are intended to bridge the gap between prices in international
trade and those in the Community. The UK agg%gﬁgi:fg;gziggigif\of
these refunds when we joined the Community and applied the different

?S;ké‘s?‘ﬁarxet organisation to the various agricultural commodities.

2 The level of refund for a particular product is fixed each
month by the EEC Commission, following the advice of the relevant
—_—

Management Committee: and the Commission proposal standseven 1P
majority of member states fail to vote in favour of it. Once refund
levels have been fixed, traders can contract sales with third
country clients without further reference to governments (except

when they claim the refund). Alternatively, they may "pre-fix" the

refund up to 6 months in advance of the sale if they want to be

certain that they will not be caught out by a subsequent reduction
in the refund. These "pre-fixings" are notified daily to the

Commission.

3. A substantial quantity of butter - ie about 200,000 tonnes -

is exported from the EEC each year, and have included sales to
Russia of the sort referred to in today's "Daily Telegraph" article
under one or other of the above arrangements. The most recent
occasion to attract widespread public attention was in November 1978,
when the Commission learned that about 20,000 tonnes of fresh butter
was to be exported with the aid of pre-fixed refunds. On that
occasion, the Commission suspended the advance fixing facility for

9 days to give time for consultation with the European Assembly




and Member States. However, following discussion in the Council -
where we received no support for the introduction of measures to

prevent such sales - the deal went ahead.

MEASURES TO PREVENT EXPORT SALES

4, The sales now in prospect have not had the refunds —fixed.
They would not therefore be picked ;;-:;der the monitoring procedures
which apply only to pre-fixed refunds, but they could be prevented

if the Commission were to suspend export refunds now, or at the time

the sales were thought to be approaching. However, this would require

- =
either a decision by the Commission in the light of advice from the

Management Committee, or direct action in the Council. For either

of these options, we should have to persuade the Commission to put
forward a proposal and a majority of the other member states to

accept it: indeed, a decision in the Council would require unanimity.

5 All the indications are that this would not be forthcoming:
indeed, on previous occasions when we have objected to such sales,

we have received little or no support from other member states. They

tend in any event to regard subsidised exports as part of the normal
commercial business of the Community; and with increasing quantities
of butter being produced (and going into intervention), and the scope
for increased sales on the internal market largely taken up by the
recent extension of the consumer subsidy, they would argue that
subsidised exports provide the only short term alternative to
increased intervention stocks. Finally, although we have always
pointed out that subsidised exports represent a resource loss to the
EEC, they are in budgetary terms the cheapest means of surplus

disposal - a point which other member states would be guick to make.




SAME TERMS FOR EEC CONSUMERS

6. If butter were offered for sale to consumers in the Communi ty

at the same cheap priee, it would simply displace normal sales. Very
little extra butter would be disposed of. To achieve additional
sales equal to those made by export, all butter sold in the Communi ty
would have to be subsidised at a higher rate. This is because
consumers buy very little more butter for a given reduction in price.
To subsidise all butter sales in the Community would add considerably

to the cost of the EEC budget which we are trying to contain.

SALES OF FRESH BUTTER
7o The Russians appear to want fresh butter rather than old.
However, in view of the large stocks of old butter in intervention

stores the Minister of Agriculture is asking the Commission to give

priority to the disposal of these before fresh butter is offered for
————

— e ——
sale,
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MINISTRY OF AGRICULTURE, FISHERIES
AND FOOD

Milk and Milk Products Division
3 September 1979







5.

b

H;‘ALM OSBDRN, Common Market Corrupomhnl
THATCHER is to press her claim fora
sharp reduction in Britain’s net contri-
butjon ;to the Common Market when she
meets the Belgian Prime Minister, Mr -
Martens, in London next Wednesday.

EECBUTTER
“FOR RUSSIA
bl g

By GODFBEY BROWN,
Agriculture Correspondent
mMZMON MARKET

plans to sell off surplus
butter at highly subsidised
prices to Russia were
attacked yesterday by Mr
Peter Walker, Agriculture
Minister.
He said At was crary that
axpayers in Britain and_else-
S subsidising
Lhe;:nnn' Russian consumers

“We have l!hhd the
Commissi

would
Pt o daplorable‘" S Ve
ister said

Butter plus guns
“It is & bad policy, I think,
wheu there is so much to be
tiat one pours money
i seeing that the R 5
el have guns md butter,” e

Mr Walker said it was a
disaster to have *this massive
dairy surphus” in Europe. “ It
shows how right we were at the
last EEC farm pricefixing to
stand on having no
lnuv:a.se on the price of milk,”
he added.

Europe faced the problem
that if it tried to get rid of
the surplus by subsidising the
sals throughout the Cos
mity, the cost to the EEC tax-
Elyu‘ was vast. Therefore the

EC exported the surplus

subsidised rates.

. Lord Carrington, Foreign Secretary, end the
Belgian Foreign Minister, M. Simonet, will also attend
meefing. The budget question is now at the very

- Tthoiigt thera s womesalepritn

centre of the Government’s
EE C policies.

Mrs Thatcher has mnot
repeated the kind of
threats about a mxpayers*
Tevolt” made by Mr
Jaghan, but there is no doubt
Britain's relations with the
| rest of the Cammumty could
| be seriously harmed if the

F rench ?Eéki
‘arms. orders

, eecking much- |

“needed compensation |

for the loss of umpean
ts, “is pu:

| arms sales to the Arab
Gulf states.

Minister,
told- reporters in Parie. efiel
seeing-M. Yvon Bourges, French |,
Defence Minister, that existing
relations betw n the E-mme‘
armed dorces.  those
France Iu!d been "mnsohdlll:d."

i
access ud:ma e.s
available from France's mxlxnry

matter is not settled quickly. experience.

The Government flatly be-
lieves that Britain pays an ex-
cesswely large ehare of the

of running  the nine-
ry Common Market, and

over the exact figures, most dis-
interested
view.

EEC admission
The most striking evidence
came this week with an analysis
the community budget, drawn
. by the E E C Commission i
russels, that bluntly concedes
um Britain is paying t0o large
net share, and that this
represents & serious problem
for the EEC as & whole.

observers  suppoi

Bru b
conceding the British argument.
It concludes that because of the
way EEC revenues are organ-
ised payments distrib,
anains payments to Lhe Com
Market will
rece from it by -bom £1 000
milkon next year, &
is no denymg the real narure
of the
But it Is oue unng con-
vince Brussels, quite another to
persuade the eight other mem-
ber-Governments to act. Britain
is only Lhe sew-mh rlcbas! E }: c
member - country,
penny by w}uch the Bnﬂsh blll
is lightened will have to be
made good by somebody else.
Mrs Thatcher, at her first
E summit_meeting in June,
zm the other E E C Government
Tleaders to agree the drawing-
of proposals to reduce Bmmu
payments, and these are
considered at a Dubl.\n
mit” in November. But coun-
tries that do very well finan-
cull) out of EE C membership,
as Germany, Pranca and
are

l.|k17
e

o Pmsident'n gues!
Sheikh Hamad, who was en-
tertained at the Ileee Palacs)|
by President Giscard aing,

Jrent by helicopter o pari |

© French tanks trainin,
sdlool at Saumur. %

o had made it clear_ he i
wanted to see what France had

to offer in the way of conven-
tional weapons, a0 there was
1o reluctanco by the French to
Tayithe meres Hetore s
The French armaments
dustry, a vital factor in the
Jforeign trade, st
fered & serious
smmer, with the loss of a £400
million .order from Belgium to
replace ageing AMX 13 French

in | tanks and M75 American

The order - went to- I.hu
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™Yt was ‘mot something over
which the Counail of Ministers

had direct control. They were |
y to by Britain® on
3 joining the EEC in 1973 and.
“T don't complain sbout that, |was implicitly confirm the
|Labour G
roducing surpluses -to - subsi [negotiation " eatry

not_geared to take day-today
decisions on managing stocks.

but as a basic_policy to keep

Fise Eastern Europe must b |

Fully agreed to ' -

The budget machinery, how-
in ctice, was

ed by,
overnment's * re-

Against this there is a real

wrong,” Mr Walker said- possibility that unless the bur-
e e

As disclosed in The Daily iden is
fwill turm over more

Telegraph oa Monday Euroj

ritish opinion
strongly

T Maustry sources say Rus- [afainst the EEC.

sia is to buy 75000 tons of

EEC butter from France this [from a share of eas

winter at one-third the Commu-
Dity _price, e cost of

The EEC gets its money
ch member’s

AT revenue plus customs
“Jevi $m-

y at
285500,000 to Community tax- fported from outside.

52p a b, would mean Russia
Fetting the butter at a basic
price of 2312p a 1b against the

dairies to buy up and
store surplus butter to main-

O high cupport. prices for its
B Which  Britain, with a small,
e f

highly product
has nedligible claims.

\airy fermers.

e penalised by a largo con-

on sector, higher-than-

s
The subsidy, equal to nearly fsumpti

laverage VAT revenue,
imuch bigger purchases of non-
EEC food than by any other
75p that the Commission pays pmember. y
E “In this the real distortion Is

at three-quarters of all EEC

pending is for. agriculture, on

RUSSIA'S REPLY. |, 7o ms ol

TO KISSINGER

By RICHARD BEESTON
in Moscow

The Soviet
Henry Ki
“pretel

epurring on en American arms
race to further what it claimed
was his ambition to become &
senator in the 1980 American
elections.

The Communist party news-
Pravda also claimed that
entagon.and * mnopolist " sup-
port was necessary for the for.
mer  American - Secretary o
State to get a Senate seat.

—_—

S |
A RHINE SALMON
By Our Staff Correspondent
! in Bonn
For the first time in 30 years
the Rhine, one of Europe's most
polluted  rivers
thousands of fish every year.

The salmon, Janded at Lamper-
theim in Hesse, weighed 61b 6oz.

| expiry ofthese this year Britain

will become the largest single
net contributor and o still fur-
ther ahead mext year.

Slow moyement
Mrs Thatcher's talks with the
will enable her to

assess how opinion_has_devel-
aped and to try out any specific

ideas.
But it Is likely that- detalled
es will evolve only
Slowly between now and the
November * summit.”"

“Mrs Thatcher has insisted 2
detailed plan be agree &
Dublin, but there is little doubt
she would accept some slowness
if there were no bad fai

The most-discussed remedles
involve @ limit on EEC
culture-spending and a s
but simultaneous increase
E rogrammes from which
Pritain does bensfit such as the
regional and social funds.

Mrs Thatcher

i
srength. Probably
be rather daring at the moment

For non-stops to Atlanta,
Georgia call Deltain London

(01)668-0935

What betterwa 5
delights of Silk Cul
Rather than rus
“high to low tar; yols
towards it. n
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